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THE AMERICAN MANAGEMENT ASSOCIATION 


The American Management Association is composed of industrial and 
commercial companies and executives interested in modern management. 
The AMA makes no profit, does no lobbying, and advances no propaganda. 
Its interests are solely the solution of current business problems. 


Organization and Operation 


The AMA serves its members through six divisions: Office Management, 
Insurance, Personnel, Finance, Marketing, and Production. Each of these 
divisions is headed and directed by a man drafted from industry. 


Conferences 


Each of the six AMA divisions holds at least one annual conference, 
where problems of timely importance in its field are discussed. Printed 
conference proceedings go to members of the divisions concerned. 


Information and Research 


The AMA Information and Research Department places at the command 
of every member company a trained research staff on management prob- 
lems. In addition, the AMA maintains a modern, up-to-date library of 
management books and business publications. 


AMA Periodicals 


THE ManaGeMENT Review (monthly) contains digests of articles on ‘man- 
agement appearing in over 400 publications, and brief reviews of current 
business books. It enables a busy man to survey all current topics of 
interest to him in less than 30 minutes. PERSONNEL (quarterly) publishes 
articles on employee selection, training, compensation, and the like. 
Business CoNnDITIONS AND Forecasts (monthly) gives a summarized 
analysis of the statements of seven of the foremost business services. 


Editor — James O. Rice, 330 West 42nd Street, New York, New York 


THE MANACEMENT REvIEW is published monthly by the American Management Associa- 
tion at 330 West 42nd Street, New York, N. Y., at fifty cents per copy or five dollars per 
year. Vol. XXVI, No. 9, September, 1937. Entered as second-class matter March 26, 1925, 
at the Post Office at New York, N. Y., under the Act of March 8, 1879. 


The object of the publications of the American Management Association is to place 
before the members ideas which it is hoped may prove interesting and informative, but 
the Association does not stand sponsor for views expressed by authors in articles issued in or 
as its publications. 
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REVIEW 


September number of THE MAnace- 


ment Review marks the second issue to 
be oe, in a new format. Last month 


we a quiet face-lif operation 
Tow de you like The 


“Boy, just 


pono of our office boy was: 
like Esquire!” 


T is expected of an office manager? 
L. C. Stowell, author of an abstract on 
page 302, states that the attribute of an office 


manager which is ost by 


ecutiyes is the ability to get things done 

time, smoothl out fuss, and a 
tion. 


MPLOYEES have the fullest freedom in 
determining what type of union they 
wish. The ne does not discriminate be- 
tside unions. It 


This may be news some emp 


More about it on page 310 Chaslbpace ¢ Can 
Form Factory Unions). 


have not yet reached a stage of tech- 
_ development at which it is 
American 


or the pepe to 

age standards of living whic desire, if 
working time is reduced — below 
that which now prevails in general- 
, says Harold Moulton of The Brookings 
itution in this month’s Comment, 
which is taken from his address before the 
ver Junior of Commerce. Thus, 
says Mr. Moulton, anyone favoring a reduc- 

ie in the working week is i 

favoring a lower standard of living. 


price-maintenance battle is well posi 
this month with two on 
314 (Macy’s Goes National) and (Price: 
Maintenance Goes National). The Macy 
story is particularly interesting. 
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Current Comment 


THE IMMEDIATE ECONOMIC OUTLOOK 


The income produced by the 
American people in 1929—our best year—aggregated about 81 
billion dollars—equivalent at present prices to approximately 72 
billions. In 1936 the aggregate production was about 62 bil- 
lion dollars, roughly 85 per cent as much as it was in 1929. 
Meanwhile, the population of this country has increased by 
about 5 per cent and the population of working age from 8 to 
9 per cent. In per capita terms, the national income in 1936 
was thus only about 80 per cent that of 1929. 


Is the present income of the nation large enough to provide 
everyone with a reasonably satisfactory standard of living? The 
answer is no. If the aggregate income in 1936 had been divided 
equally among the American people as a whole it would have 
amounted to about $475 per person—about $1,900 per family. 
A great increase in total production is thus necessary if we are 
to realize the better standard of living to which we aspire. 


We have recently made a comprehensive analysis of the ex- 
pansion of production that would be required in the next few 
years to restore former levels of production and consumption. 
Concretely, we set it as our task to determine how great an in- 
crease would be required to restore by 1941 a per capita level of 
production and consumption equal to that of 1929. 


In relative terms, as compared with output in 1936, the in- 
crease in housing construction would have to be 208 per cent, 
industrial enterprise 70 per cent, public utilities 70 per cent, 
steam railroads 67 per cent, passenger automobiles 15 per cent, 
and other durable consumer goods 33 per cent. For all classes - 
of durable goods the aggregate production in these lines would 
have to be roughly 60 per cent higher than in 1936 and approxi- 
mately one-third higher than during the boom period of 1925-29. 
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The primary explanation of these enormous production 
requirements to get back to where we were is of course to be 
found in the continuing rate of population growth on the one 
hand and the suspended rate of growth in capacity on the other. 


The real costs of a depression are registered in these fundamental 
relationships. 


There can be no doubt that the work requirements to restore 
living standards during the next five years are more than suf- 
ficient to absorb the entire volume of unemployment now exist- 
ing. These estimates are based upon an assumption of an aver- 
age working week of 43 hours, which was the prevailing rate at 
the time the investigation was made. 


The simple truth of the matter is that we have not yet 
reached a stage of technological development at which it is pos- 
sible for the American people to obtain the standards of living 
which they desire, if working time is reduced appreciably below 
that which now prevails in American industry generally. Bear 
in mind that the foregoing estimates are based merely on the as- 
sumption of a return to 1929 per capita levels of production and 
consumption. We need much higher levels than these to pro- 
vide satisfactory standards of living. 


During the period of great technical progress from 1900 to 
1929, the length of the working week was reduced by approxi- 
mately 13 per cent. During the period from 1929 to 1936, with 
the productive expansion held in check by the forces of depres- 
sion, the working week was nevertheless reduced by nearly 20 
per cent. Our research reveals that anyone who favors a further 
general reduction in the length of the working week at this stage 
of our economic development unwittingly favors lower standards 
of living. I say unwittingly because the facts as to requirements 
are not known—we live accordingly in a world of dreams. 


H. G. MOULTON, President, 
The Brookings Institution. 
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THE MANAGEMENT INDEX* 
Abstracts and News Items 


GENERAL MANAGEMENT 


A Philosophy of Action for 
Business 


Superior goods for comparatively 
lower prices has become the rule in the 
American market. The operation of 
this rule has made the mass production 
industries of this country possible, 
with unmeasured benefits to the con- 
sumer. 


The manufacturer stimulates his 
market to increase the number of 
users. There is a margin, however, 
at which this movement stops. It is 
suggested that about one-third of the 
population of this country is unable to 
avail itself of the quantity and quality 
of commodities which we generally 
call the American standard of living. 

Our guiding principle, our philoso- 
phy of action, then, should be to ar- 
range production and distribution, 
costs, wages, and profits, so that prices 
are low enough to increase consump- 
tion beyond the present margins, and 
thus to make it possible for every 
American to enjoy the benefits of the 
American standard of living. 

Less profits per unit often mean in- 


creasing profits for the total business. 
Therefore the price per unit may be 
brought down without imperiling the 
success of an enterprise. The business 
man must assume the obligation of ap- 
plying this rule to all enterprises if the 
market for his goods is to expand to 
include that part of the American peo- 
ple who are today called underprivi- 
leged. By William B. Warner, Presi- 
dent, McCall Corporation. Dua’s Re- 
view, August, 1937, p. 5:3. 


Concerning Books and Business 


Today the special publications in 
each field of industry are constantly 
being replaced and augmented by new 
and revised material. The business 
librarian must therefore be a clear- 
headed hustler of material who knows 
the difference between the quick and 
the dead, for it is his job to select the 
best and most up-to-date publications 
in his field. 

The business library should contain, 
in addition to some general library 
works and such trade and standard 
reference books as are generally avail- 


*For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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able, the essential publications in the 
special field which it embraces. These 
may be briefly outlined as follows: 

1. A statistical index of conditions 
in the industry, which may be pre- 
sented with some current index of fig- 
ures responsive to conditions in the 
specific business. This may be in tabu- 
lar or chart form, and it should be re- 
vised automatically. 

2. The basic reference books for 
the industry, including Census, Year- 
book of the Craft, and other general 
reference handbooks. 

3. The outstanding handbook of 
the trade if there is one; if not, the 
descriptive or statistical handbook 
which covers the field in which the 
industry is included. 

4. A limited number of historical- 
ly important books in the field, par- 
ticularly those representing progress 
during the past 25 years. 

5. A careful selection of current 
books in the industry, 

6. All important corporation re- 
ports of the trade. 

7. Text books and secondary ma- 
terial of the sort prepared for techni- 
cal schools or for similar special use 
within the past five or ten years. 

8. Fugitive material—pamphlets, 
magazine articles, daily paper clip- 
pings, and similar short-lived data— 
some of which is of great value, at 
least temporarily. Files of such ma- 
terial must be cleared out at frequent 
intervals. 

Following some ah specifications 
as these, almost any business library 
can remain in touch with the most sig- 
nificant developments in its field, with- 


out becoming cluttered up with su- 
perfluous or extraneous material. By. 
Paul T. Cherington. Special Libraries, 
July-August, 1937, p. 189:3. 


A Note on Executive Planning 


The planning of executive work to 
avoid the onus of red tape is a crying 
need today, for in too many cases the 
rules and customs of business are a 
shambles of uncoordinated habits 
which have continued to exist because 
no one bothered to plan an intelligent 
system of executive traffic. 

The several basic principles of ex- 
ecutive planning may be stated as fol- 
lows: 

1. Executive planning is not de- 
ciding what is to be done. It is decid- 
ing how it is to be done. It is the di- 
viding up of jobs into tasks, the -as- 
signment of tasks, and the regulation 
of the flow of business. 

2. The first step in planning for 
an executive job is to analyze it to be 


‘sure of the objective, and then to di- 


vide the job into individual tasks. Each 
task must be rigorously defined in 
quantitative, qualitative, and function- 
al terms. 

3. Executive work should be timed. 

4. Each transfer of an executive 
project is a move and takes time. A 
move within a unit takes a little time; 
a move between units takes more time. 
There should be as few and as small 
executive moves as possible. 

5. Each employee has a “backlog” 
of work. This must be taken into ac- 
count when estimating time aoe 
for a task. 
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6. The organization set-up should 
be planned to suit the jobs to be done 
—not the other way around. 

7. Extreme “functionalization,” 
that is, putting the workers in each 
functional classification in a single 
unit, is not practical. Jobs should 
travel between units as little as pos- 
sible. 

8. Executive action should be d 
centralized. The fewer rules and reg- 
ulations the better. 

9. When an official or unit gets a 
greater work load than can be per- 
formed with reasonable promptness, 
an “executive bottleneck” results 
which may tie up the whole organiza- 
tion. 

10. The planner must have avail- 
able constant knowledge of the work 
load of each unit so that he may make 
assignments that will be carried out in 
time. 

A business corporation would do 
well to have a permanent executive 
planner as staff assistant to the presi- 
dent or chief executive. Though the 
introduction of the principles of scien- 
tific planning that have been outlined 
above will not automatically instil 
efficiency into an inefficient organiza- 
tion, it will provide for a better di- 
vision and distribution of work. By 
Comstock Glaser. The Society for the 
Advancement of Management Journal, 
July, 1937, p. 111:7. 


Men, Management, and the Pilar 


Clearly, the task of management is, 
and in the future will increasingly be, 
to integrate the interests of capital, 


customer, and labor. The treasurer is 
responsible for the security of capital; 
the sales manager’s task is to discover 
the customer’s needs and to supply 
them; the personnel manager is 
charged with the welfare of labor. 
That the necessity for employee rep- 
resentation in management was so long 
unappreciated is a commentary on 
our greedy short-sightedness. Capital 
found asserting authority over labor 
easy, and concluded that it therefore 
need cnly issue orders without regard 
to welfare. Now capital is learning 
what labor has yet to learn in its 
larger meaning—survival value comes 
from group cooperation. By F. A. 
Magoun, Massachusetts Institute of 
Technolozy. Cambridge. Mechanical 
Engineering, July, 1937, p. 515:2. 


Labor, Management, and the 
Public 


The author points out that it has be- 
come increasingly clear that we need 
a national labor policy. Private em- 
ployers, their workers, and the repre- 
sentatives of those workers must per- 
force adopt policies which make either 
for peaceful conference or perpetual 
conflict. Temporizing is no longer 
possible. 

The National Labor Relations Board 
has pointed out in a comprehensive 
report that in the years of 1933, 1934, 
and 1935 some fifty million man-days 
were lost from strikes and that the 
greatest single cause was disputes over 
the right of collective organization and 
bargaining. Now that the Supreme 
Court has spoken on this subject, per- 
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haps our attention should turn to the 
improvement of the techniques of 
peace rather than the strengthening of 
the sinews of war. 

The author illustrates with several 
examples the many new problems and 
new relationships which arise with 
Government entering the field of labor 
relations. By Stanley B. Mathewson. 
Survey Graphic, July, 1937, p. 388:4. 


500 Business Corporations and 
Their Information Programs 


A survey of the information pro- 
grams of 500 business corporations re- 
veals that 50 per cent of these organi- 
zations have no library or central 
clearing house for industrial informa- 
tion, 20 per cent of them have li- 
braries of sub-standard efficiency, and 
only 30 per cent have coordinated 
plans for handling such information. 

Because of the economic problems 
of the past few years, the need for 
progressive action in industry, and the 
scrutiny leveled on business by gov- 
ernmental agencies, much keener inter- 
est should be felt in securing adequate 
facts as a basis for progress. Busi- 
ness houses can approach the matter 
from several angles, but the prime 
necessity is a realization that a pro- 
gram for coordinating industrial in- 
formation should be set up. One meth- 
od of accomplishing this is by em- 
ploying an information expert who 
will understand the specific problems 
of an organization and can apply pro- 
fessional techniques in solution of 
these problems. Another coordinated 
plan includes a librarian in constant 
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touch with the present and future in. 
formation needs of the organization, 
with friendly contacts with all the de- 
partments and an understanding of the 
needs of every one. Such a librarian 
can act as a central agency for bring- 
ing together problems and their solu- 
tions. The librarian should not only 
understand his organization and know 
the professional contacts needed for 
adequate solution of information prob- 
lems, but also have essential contacts 
with government bureaus, libraries, 
trade associations, and other agencies 
that handle data. 

Included with this survey are ex- 
cerpts from letters by executives in re- 
gard to information pregrams in their 
organizations. By Marian C. Manley. 
Special Libraries, July-August, 1937, 
p. 191:5. 


Industry Moves to the First Floor 


Manufacturers throughout the coun- 
try, especially in the lighter and more 
adaptable industries, are moving down 
to the first floor, culminating a trend 
that has evidenced itself for the past 
five years. 

Operating economy seems to be the 
principal reason for this “height come- 
down” in industrial construction. 
Then, too, the movement of industry 
from congested areas—where land was 
priced so high that multi-storied con- 
struction was imperative—has been a 
prime factor in the trend toward 
single-story structures. A change from 
multi-storied operation often results 
in an operating cost saving up to as 
high as 20 per cent per year. This 
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saving is achieved largely by decreased 
cost of supervision, which is fairly ob- 
vious, in simplified handling of goods, 
and in increased storage capacity. 
Substantial reductions in carrying 
charges, due to decreased investment, 
also figure in the trend toward one- 
story structures. 

Besides economy, another reason re- 
sponsible for this movement is the ab- 
solute need for building flexibility. 
Thus expansion arguments have been a 


The Undistributed Profits Tax and 
Its Effect on Credits 


In the undistributed profits tax we 
have a tax which runs directly counter 
to those credit standards and policies 
which the experience of years has 
shown to be sound. The difficulties 
and uncertainties of the law we must 
expect to have reflected in an accumu- 
lation of undetermined tax liabilities 
which in themselves will constitute a 
threat to credits. 


Many of the provisions of this tax 
law are by their very nature matters 
of judgment and opinion. The law 
raises the question of what stock divi- 
dends are constitutionally subject to 
income taxation, and apparently we 
must wait for years of litigation be- 
fore that question can be fully an- 
swered. The market value of stock, of 
obligations, or of property which the 


strong point in the trend toward single- 
story factories. By allowing only for 
land on either side or to the rear of 
the plant, the factory may be con- 
structed to specifications that suit the 
business needs of the moment; when 
more room is needed, the expandable 
wall adjacent to the vacant ground is 
removed and most of it is re-erected as 
part of the additional structure. By 
Fred C. Foltz. Commerce, August, 
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1937, p. 25:2. 


corporation may distribute as a divi- 
dend will generally be a matter of 
opinion, again forming a fruitful 
source of litigation. There is much 
doubt as to what contracts may be con- 
sidered under section 26 (c) as con- 
tracts restricting the payment of divi- 
dends. The new definition of “divi- 
dends” in section 115 (a) (2) arouses 
many uncertainties. In addition to all 
these difficulties, there are the usual 
questions which exist as to what are 
gross income and allowable deduc- 
tions. 

The feature peculiar to the undis- 
tributed profits surtax is the pressure 
which by its very nature it brings on 
business men to violate sound credit 
standards. The condition of business 
should at all times be such as to jus- 
tify beyond question the payment of 
dividends; yet this tax sets up a direct- 
ly contrary standard by severely penal- 
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izing corporations which fail to distri- 
bute within a calendar year the full 
amount of the profits for that year. 
There is here also an incentive to an 
end-of-the-year gamble. Take the cor- 
poration which finds itself with bills 
it should pay in December but recog- 
nizes that if it does pay them it will 
be taxed for failure to distribute funds 
in dividends. In this instance there is 
pressure to take a chance, pay a divi- 
dend in December, and defer payment 
until January or February of the sub- 
sequent year. 

This is far from covering the full 
line of difficult problems which credit 
grantors face because of the undis- 
tributed profits tax, but it is at least 
indicative of the general line of dif- 
ficulties raised by the law. By Henry 
B. Fernald. The Journal of Account- 
ancy, August, 1937, p. 118:9. 


Cash Forecasts That Reduce 
“Surprises” 


In order to plan intelligently for 
unusual expenditures it is necessary to 
have a fairly accurate estimate of the 
expected cash receipts and disburse- 
ments based on the volume of business 
expected for a given period. 

This may be best accomplished by a 
comprehensive cash budget or forecast 
in connection with the master budget. 
Cash forecasts on an annual basis are 
important, though it is impossible to 
eliminate guesswork in compiling 
them. Monthly cash budgets, however, 
are vital and they can be estimated 
with far greater accuracy because the 
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problem is closer and many of the fig- 
ures are actual. 
In most concerns a large part of 
cash receipts is represented by collec- 
tions from accounts receivable, notes 
receivable, and money borrowed when 
needed. Past experience plus judicious 
guesswork will help to gauge such re- 
ceipts more or less accurately, depend- 
ing on the range of the forecasts. Dis- 
bursements, which must include sal- 
aries, materials, taxes, dividends and 
new equipment, may be estimated in 
the same manner. Especially in deter- 
mining the expenditures for materials 
necessary to produce estimated ship- 
ments and stock it is possible to ar- 
rive at a very accurate estimate with 
the aid of departmental budgets. By 
C. A. White. Executives Service Bul- 
letin, Metropolitan Life Insurance 
Company, July, 1937, p. 5:2. 


Control of Plant Expense through 
Variable Budgets 


Budgets need not and should not be 
mere guesses or estimates as they are 
sometimes called. In fact, the prog- 
ress of budgetary control methods now 
makes it possible to establish standards 
for plant overhead with the same de- 
gree of accuracy that is obtained by 
many organizations in their establish- 
ment of direct labor rates or standards. 

Because there have been no uniform 
variations of all overhead expenses 
with productive volumes, the system- 
atic control of plant overhead has 
seemed confused. When a plant or de- 
partment manufacturing a single pro- 
duct, processes it on various machines, 
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some of which might be closed down at 
times, the resulting variation in the 
volume of output necessitates a close 
check of the number of units pro- 
duced in any period to ascertain that 
plant overhead is maintained in line 
with the changed productive volume. 
Likewise when a plant processes job 
orders and regular stock orders in the 
same departments, there is no longer 
a standard unit of product turned out 
by which the departments’ productive 
activity can be gauged. It is then 
necessary to turn to some other uni- 
form measure of output, which may be 
either direct labor-hours or productive- 
labor work units. By departmentaliz- 
ing all operations, allocating the ex- 
penses of every productive department 
in accordance with the work per- 
formed, and basing the expenses of 
each service department on the pro- 
ductive activities of the departments it 
serves, it is possible to set up a plant 
budget in which expenses are varied 
throughout with operating volumes. 

While the application of such an ex- 
pense control will differ with the in- 
dividual business, there are general 
principles that apply to any organi- 
zation: 

1. Every foreman or supervisor 
who has authority to incur expenses 
should be directly responsible for their 
control through a separate budget for 
his own department; and nothing 
should be allocated or prorated to him 
arbitrarily. 

2. The allowance or standard for 
each expense should not be taken from 
past actual expenses but should be 
based on a study of the actual re- 


quirements of the expense in the plan 
of production. 

3. The control should cover every 
expense of each department; there 
should be no exceptions or loopholes. 

4. The control must be designed to 
fit into the requirements of a general 
corporation budget, regardless of 
whether a complete profit budget is 
being installed at the time. 

Following the formulation of these 
broad principles, the writer of this 
article proceeds by means of charts 
and specific examples to consider in 
detail the different steps required in 
establishing a variable expense budget. 
By Frank Klein. The Society for the 
Advancement of Management Journal, 
July, 1937, p. 104:7. 


Cost Control in a Gray Iron 
Foundry 


A correct costing system is an es- 
sential requirement for the individual 
foundry and provides an accurate basis 
for estimating and checking selling 
prices. 

The production of a foundry gener- 
ally comprises types of castings differ- 
ing in weight, grade of metal, and com- 
plication of structure. The costing 
system, therefore, should not be used 
simply to work out average costs for 
certain periods. Each class of casting 
should be costed separately; otherwise, 
unknown to the management, the profit 
made on some classes of castings can 
easily be offset by a loss made on 
other types. From this premise it is 
possible to evolve a standard set of 
costing principles which can be 
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adapted to the requirements of the in- 
dustry as a whole. 

These fundamental principles form 
the basis of the whole system: 

1. Any expense, including oncosts, 
incurred in making a job should be a 
direct charge against that job. Over- 
heads should be broken up and allo- 
cated fairly to the various jobs under- 
taken. 

2. The undertaking should be di- 
vided into a number of departments; 
where a variety of castings is made, 
it is necessary to classify the various 
grades of metal and types of castings. 


INSURANCE 


3. Methodical and correct records 
and inventories must be kept embrac- 
ing every phase of a job. This makes 
it possible to check costs at each stage 
of the undertaking and provides for a 
closer control of the function of each 
department. 

This article directs specific attention 
to the vast number of direct and indi- 
rect charges which must be considered 
in every job and includes a compre- 
hensive listing of these charges. The 
Iron Age, August 5, 1937, p. 55:5; 
August 12, p. 57:3. 


Insurance abstracts are contributed by P. D. Betterley, Insurance 
Consultant, Assistant Treasurer, Graton & Knight Company. 


New Accounts Receivable Policy 


A new form of insurance called the 
accounts receivable policy has been 
put on the market by the National 
Surety Corp., which will indemnify 
the assured for direct loss sustained 
through his inability to collect the un- 
paid balance of accounts receivable 
when such inability is directly due 
to destruction of or damage to records 
of such accounts receivable occurring 
during the policy period and while 
such records are contained in the 
premises of the assured. 


The business life of a concern may 
be in jeopardy if it is unable to col- 


lect its accounts receivable due to the 
destruction of its records. The East- 
ern Underwriter, August 13, 1937, p. 
34:1. 


Elliot on Fire Protection 


George W. Elliot, president of the 
National Fire Protection Association, 
in an address before a recent meeting 
of the Greater New York Safety Coun- 
cil claims that it is obvious that proper 
consideration given to the causes of 
fires will reduce the danger to a mini- 
mum. It has been proved that fire 
prevention is worth while. United 
States Steel spent twenty-five million 
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dollars on safety devices and educa- 
tion, and company auditors can prove 
that this expenditure saved $117,000,- 
000 in injury damages, said Mr. El- 
liot. A Du Pont plant rang up over 
$9,000,000, the United Shoe Machin- 
ery Corporation over $8,000,000. 
These organizations operated for mil- 
lions of hours without an interruption 
by any type of accident, including fire 
that was within their control to pre- 
vent. These are given as evidences of 
the fact that business can be protected 
and that fire prevention does pay. The 
Eastern Underwriter, August 13, 1937, 
p. 24:1. 


Assured Allowed Recovery under 
His Own Automobile Policy 


It is self-evident that no man can 
sue himself. Yet that is the result ob- 
tained by two recent cases involving 
the construction of the “Omnibus 
Clause” of an automobile liability 
policy. Does the Omnibus Clause in 
the assured’s policy make the insur- 
ance company liable to pay any judg- 
ment which the assured might obtain 
against his friend, who was driving? 
The law is well settled on that point; 
and that is that the automobile liabil- 
ity policy is an indemnity policy and 
not an accident policy. However, two 
recent cases are well worth watching 
and following to the highest court. The 
first case is that of Indemnity Insur- 
ance Company of North America vs. 
Kirsch, reported at 28 Pennsylvania 
District and County Reports 630. 

The lower court held that the car- 
rier was liable. The fact that the per- 


son injured is also the owner of the 
car would seem to be immaterial, said 
the court, further stating that it was 
the duty of the insurer to indemnify 
the one driving with the consent of the 
owner. 


In the case of Johnson vs. Em- 
ployers’ Liability Assurance Corpora- 
tion, 158 Misc. 758, 285 N.Y.S. 574, 
the court reasoned that action on the 
policy was not maintainable by the 
named assured, further stating: “Plain- 
tiff therefore cannot assume the role 
of ‘any person’ and thus divorce him- 
self from his status as one of the two 
contracting parties, whose contract was 
made to protect him from the demands 
of such person.” On appeal, the Ap- 
pellate Division of the court reversed 
the judgment of the trial court. The 
Spectator, July 29, 1937, p. 26:3. 


New W. C. Form Devised by 
Excess Insurance Company 


A new contract of excess insurance 
has been devised by the Excess Insur- 
ance Company of America to meet 
contingencies developing from the 
workmen’s compensation retrospective 
rating plan. The contract provides for 
the repayment to the assured of a per- 
centage of the amount of additional 
premium which is represented by the 
difference between the maximum re- 
trospective premium and the standard 
premium. This form of contract may 
possibly fill what appears to be a gap 
in the workmen’s compensation retro- 
spective rating plan. The Spectator, 
August 12, 1937, p. 19:1. 
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New Hold-up Policy Is Popular 


The new personal hold-up policy, 
which may be sold without concurrent 
residence coverage, promises to be a 
husky, fast-growing youngster. The 
policy covers the insured and his im- 
mediate family against loss of money, 
securities, jewelry, watches, silver- 


OFFICE MANAGEMENT 


Care and Reading of Magazines 


Most business organizations and in- 
dividuals in them subscribe to a num- 
ber of industrial publications. Yet 
very often when someone sees an 
article of particular interest in such a 
periodical, he takes it home and places 
it forever beyond the reach of others 
who might wish to read or refer to it. 
Naturally this complete lack of system 
is detrimental to the interests of good 
management. 


It is possible with little or no 
special equipment to evolve an efficient 
system of handling business publica- 
tions in offices. This system can be 
operated as a part-time effort by any 
secretary or stenographer. The pri- 
mary step is to make sure that all busi- 
ness periodicals which arrive in the 
mail go directly to the person who is 
to operate the system. After a libra- 
rian has been appointed, it is her duty 
to prepare a reference index of all in- 
dustrial publications and to place 
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ware, clothing, and other personal ef- 
fects by robbery occurring anywhere, 
inside or outside the home, in the 
United States and Canada. The policy, 
in a minimum amount of $1,000, pro- 
vides insurance on money and secur- 
ities up to $50, which may be in- 
creased as desired. The Casualty In- 
suror, August, 1937, p. 14:1. 


them in controlled circulation. The 
compilation of the index is not so dif- 
ficult as it sounds if it is worked out on 
a functional basis. That is to say, the 
index should be divided up according 
to the types of work the institution 
performs, and allowances should be 
made for a variety of subjects under 
each main division. When the refer- 
ence index is worked out to meet the 
needs of all departments, a card file 
should be set up duplicating this in- 
dex. The main dividers in the card 
file should carry the same titles that 
appear as main divisions in the index, 
and each subject appearing under the 
main divisions in the index should be 
represented in the file by one or more 
cards with the same title. Each maga- 
zine may be indexed on its inside front 
cover in accordance with a system de- 
scribed in detail in this article. 

The procedure deseribed above is 
flexible enough to allow each individ- 
ual in a business organization to pur- 
sue his special interests without inter- 
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ference with others. By W. F. Aus- 


tin, Jr. Banking, August, 1937, p. 
32:1. 


Laying the Foundation for Admin- 
istering the Federal Old-Age 
Benefits Program 


This is a brief survey of the com- 
plicated technique developed by the 
Social Security Board to administer 
the Federal old-age benefits law. 

As soon as a block of 1,000 con- 
secutively-numbered employee 
plications is assembled at the Board’s 
Baltimore office, it is started through a 
set of carefully-systematized mechani- 
cal operations. These operations are 
based on one punch card, called a 
“Master Name Card,” for each em- 
ployee account. From this “Master 
Name Card,” containing the name, ac- 
count number, and other identifying 
information for one employee, individ- 
ual ledger account sheets and other 
records are reproduced. These cards 
are also used for printing numerical 
and alphabetic indexes of the millions 
of employee accounts. 

These various processes are divided 
into nine operations, the first two of 
which are preliminary: 

1. Control is established and con- 
trol cards made out. 

2. Emnloyee applications are 
checked by making a final comparison 
with the initial office record and then 
coded. 

3. The “Master Name Cards” are 
individually punched with requisite 
information in code. 


4. Gang punches and interpreters 
complete the “Master Name Cards.” 

5. Punched “Master Name Cards” 
are checked against the original appli- 
cations to discover any discrepancies 
which may have occurred in previous 
processes. 

6. Actuarial cards are made. 


7. The numerical index is printed. 

8. The ledger record cards are 
printed. 

9. The alphabetic index is printed. 

All these functions are preliminary 
to the periodic recording of employees’ 
wages. These are posted on ledger 
sheets to which has been automatically 
transferred the information contained 
in the “Master Name Cards.” 

Detailed discussion of the complex- 
ities of these various processes makes 
up the remainder of this article. By 
Henry P. Seidemann. The New York 
Certified Public Accountant, July, 
1937, p. 14:8. 


What Is Expected of an Office 
Manager 


Perhaps the attribute of an office 
manager which executives most appre- 
ciate is the ability to get things done 
on time, smoothly, without fuss, and 
with a minimum need for instruction 
and explanation. Orderliness is also 
a quality of office management of 
paramount importance to efficient and 
economical operation, for only 
through order can maximum speed 
and efficiency in accomplishing work 
be obtained. 

The ideal office manager should 
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know what devices and systems are in 
use in up-to-date offices, and he 
should possess the courage of his con- 
victions by having such equipment 
and routines installed in his own place 
of business. He must qualify, too, as 
an astute manager of personnel; he 
must be firm, fair, and well-liked. In 
handling inter-departmental situations 
he should play the diplomat. He ought 
to possess a correct perspective of what 


Wage and Hour Legislation for 
the South 


This pamphlet deals with the im- 
mediate problem of what must be done 
to attain fair minimum labor stand- 
ards in Southern industry. Following 
a thorough analysis of the sub-normal 
conditions of labor in the South, three 
definite remedies are proposed: 

1. Hours of labor can be shortened 
through state legislation. Present 
standards are outrageously low. Per- 
haps a lead was given by the passage 
in South Carolina in May, 1936, of a 
40-hour week, eight-hour day law cov- 
ering all persons employed in cotton, 
silk, or woolen textile mills. This law 
becomes effective, however, only when 
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PRODUCTION MANAGEMENT 


Industrial Economics: Labor and Capital, Legislation, 
Wage Theory, Immigration 


is important work and what is not. He 
must constantly study the modern re- 
quirements of his job. By L. C. Sto- 
well. N.O.M. A. Forum, June, 1937, 
p. 3:3. 


tion 
New York City on October 21-22. 


Georgia and North Carolina adopt sim- 
ilar legislation; and it covers only a 
few types of employment. _Legisla- 
tion in the field of night work for 
women is also badly needed. The rati- 
fication of the federal child labor 
amendment and the strengthening of 
existing state child labor laws should 
also be accomplished. The constitu- 
tional issue does not intrude upon 
these matters. 

2. In general the enforcement of 
such labor legislation as does exist in 
the South is poor. Florida and Mis- 
sissippi do not even have departments 
of labor. Clearly, strong labor law 
enforcement agencies should be es- 
tablished in each state. 


3. Minimum wage legislation is 


Office Management Conference 
of the American Management Associa- 


tremendously important. If grounds 
for the enactment of comprehensive 
legislation of this nature cannot be 
found within the meaning of the Con- 
stitution, a constitutional amendment 
should be adopted. By H. M. Douty. 
The University of North Carolina 
Press, 1937. 26 pages. 


Issues in American Industrial 
Relations 


Between 1923 and 1929 the labor 
problem in the United States, con- 
sidered in terms of the subsidence of 
conflict, appeared to be on the road to 
peaceful solution. During the years 
of the depression the industrial quiet 
continued. But since the summer of 


1933 all this has changed. The unions 


have gained probably as many as, if 
not more than, 1,500,000 members; 
and they have penetrated, for the time 
being at least, some of the leading 
strongholds of non-union industry. 
Paralyzing strikes have forced radical 
revisions and extensions of legislation 
relating to trade unions. Far-flung ad- 
ministrative and judicial machinery 
has been set up to regulate the prac- 
tices of industrial relations. The fed- 
eral government in numerous ways has 
sanctioned policies calculated to pro- 
mote unionization and collective bar- 
gaining. And the labor movement it- 
self has been split into large and in- 
imical factions. 

The foundation of the edifice of a 
federal labor policy is the National 
Labor Relations (Wagner-Connery) 
Act, seme of whose terms have been 
upheld by the Supreme Court in a 


series of recent decisions. The prin- 
cipal provisions of this statute enumer- 
ate and define unfair labor practices 
on the part of employers, indicate the 
general principles on which employees 
may choose their representatives for 
collective bargaining, and set up a 
board to interpret and apply the law. 
The National Labor Relations Act 
goes far beyond the English trade- 
union law in the rights it confers upon 
labor and in the degree of control it 
exercises over employers and employ- 
er-employee negotiations. The so- 
called unfair labor practices embraced 
by the law include coercive and dis- 
criminatory acts by employers against 
employees engaging in union activities, 
domination of or interference with labor 
organizations, and refusal to bargain 
collectively with employees’ represen- 
tatives. 

The prohibition against dominating 
and interfering with workers’ organi- 
zations, directed against company 
unions and similar types of employee 
representation, has already resulted in 
dissolution of many such organizations 
throughout the country and conversion 
of a number of them into independent 
units. Management no longer can fos- 
ter this type of workmen’s union. 

The most significant power of the 
National Labor Relations Board is that 
which permits it to find an employer 
guilty of an unfair labor practice if he 
refuses to bargain collectively with the 
lawful representatives of his labor 
force. The exercise of this power 
comes perilously close to compulsory 
arbitration. From those sections of 
the Act which authorize it to super- 


The Management Review 


ce 
| 
al 
le 
ri 
li 
bi 
ta 
ly 
st 
bl 
tr 
de 
be 
cc 
bi 
it 
th 
it 
pl 
| th 
be 
304 


vise the choice of appropriate em- 
ployee representatives the Board de- 
rives much of its power of life and 
death over labor organizations. Thus 
when disputes over representation oc- 
cur between company unions and the 
so-called “bona fide” unions, or be- 
tween several competing “bona fide” 
unions, the elections or decisions of the 
Board will have the effect of destroy- 
ing one or more of the competitive or- 
ganizations. By Leo Wolman. Politi- 
cal Science Quarterly, June, 1937, p. 
161:13. 


The Shaping of a Labor Policy 


The Michigan Labor Relations Act 
contains some provisions that are new 
and distinctive in American industrial 
legislation. 

This act guarantees fundamental 
rights to labor, industry, and the pub- 
lic. It gives to workers the right to 
bargain collectively through represen- 
tatives of their own choosing. It clear- 
ly legalizes picketing and the right to 
strike, but at the same time it forbids 
blocking a public highway or the en- 
trance to a place of business or a resi- 
dence. It sets up industrial relations 
boards to mediate disputes and en- 
courage submission to voluntary ar- 
bitration. The statute places emphasis 
upon conciliation, and in no case does 
it regulate by compulsion. It restricts 
the use of injunctions in labor dis- 
putes. Going beyond the Wagner Act, 
it protects both employers and em- 
ployees from unfair practices; it au- 
thorizes the state industrial relations 
board to investigate espionage and 


September, 1937 


racketeering; and its provisions have 
latitude enough to apply to vigilante 
groups who may try to intimidate 
labor organizations. 


Besides attempting to interpret the 
purpose and provisions of this state 
law, the author, who is Governor of 
Michigan, seeks to formulate a broad 
labor policy. He feels unable to en- 
dorse proposed policies of compul- 
sory arbitration, but he considers it 
the duty of government to set mini- 
mum standards for workers. There is 
little reason, he believes, to fear the 
effect of collective bargaining agree- 
ments upon competitive processes. By 
Frank Murphy. Survey Graphic, Au- 
gust, 1937, p. 411:6. 


Annual Earnings in the Bitumin- 
ous Coal Industry 


Wage earners in the bituminous 
coal mines earned an average of $917 
in 1935. Those who secured some 
work in each month of the year, how- 
ever, received an average of $1,146, 
and those whose work was spread over 
9 months or more earned an average 
of $1,045. These figures refer only 
to earnings of individuals in particular 
establishments and do not include pos- 
sible earnings from other sources dur- 
ing the periods in which the individual 
was not employed in the mine to which 
he was normally attached. Prepared 
by Edward K. Frazier, United States 
Bureau of Labor Statistics, Division of 
Wages, Hours, and Working Con- 
ditions. Monthly Labor Review, July, 
1937, p. 29:9. 


A Survey of Labor Migration 
between States 


The interstate migration of workers 
creates social problems of very great 
significance. During the decade 1920 
to 1930, probably more than 44 mil- 
lion persons (excluding immigrants 
from abroad) migrated across state 
lines at least once. The depression of 
the early 1930’s, combined with the 
midwestern droughts of those years, 
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Personnel Relations in Hotel 
Management 


_ Some ingenious steps have been tak- 
en by the management of the Hotel 
Lowry, of St. Paul, Minnesota, in an 
attempt to deal intelligently with its 
employees. 

Less than two years ago this hotel 
had no program of personnel activi- 
ties. It started quietly by organizing 
what is known as the “open door” 
policy. All executive doors were open, 
and employees could say what they 
wished to the management without fear 
of consequences. ‘The hotel has found, 
however, that employees are neverthe- 
less reluctant to make use of this op- 
portunity. It has therefore inaugurated 
a system of periodic personnel inter- 
views on an annual basis. The em- 
ployee’s birthday has been selected as 
the day on which, at least once a year, 
he is called for a private conference 


accentuated certain types of migration 
and brought to acute attention the 
problems arising from the influx into 
more favored states and communities 
of thousands of job seekers from the 
outside. A report of the Secretary of 
Labor summarizes the available ma- 
terial on this subject and suggests cer- 
tain lines of study for the future. By 
N. A. Tolles, United States Bureau of 
Labor Statistics. Monthly Labor Re- 
view, July, 1937, p. 3:14. 


with the management. One of two 
major executives of the organization, 
neither of whom is the personnel man- 
ager, has a friendly chat with each em- 
ployee for a half hour or more. Dur- 
ing this conversation the employee and 
management discuss his relations with 
the firm, the conditions under which 
he works, his ambitions, and his sug- 
gestions for improving employer-em- 
ployee relations. The worker is en- 
couraged to talk. 


The other principles of the person-. 


nel program of this hotel include the 
selection of executives on their ability 
to handle employees, education of ex- 
ecutives to develop such ability, im- 
proved working conditions and wages, 
the formation of a joint conference 
committee of workers and manage- 
ment, and a systematic method of job 
analysis. This last embraces the set- 
ting up of requirements for every job, 
uniform rates, standard progression of 
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rates, and standards of promotion, 
which have been concurred in by the 
employees’ steering committee. By H. 
E. Stats. The Society for the Advance- 
ment of Management Journal, July, 
1937, p. 101:4. 


Beware of Boss Complex! 


Boss complex makes mice out of 
men, liars out of the honest, cowards 
out of the most courageous, and shifty- 
eyed morons out of straightforward, 
intelligent citizens. A boss complex 
is proclaimed by nervousness on the 
part of the employee when the boss is 
around—he forgets obvious answers to 
simple questions, cannot locate fam- 
iliar objects, explains mistakes that no 
one has noticed. The reasons for such 
a complex are varied but chief among 
them are: (1) The training the worker 
has received as a child. (2) The 
“trouble” the worker has experienced 
with his bosses on previous jobs. (3) 
An actual neurosis, general in charac- 
ter, which can easily become centered 
on the boss. (4) The kind of treat- 
ment that the worker gets from his 
present boss. 

In many cases a complex grows up 
in a new employee who has not been 
given training in his job. He goes 
about making mistakes, offending his 
boss, usurping the other fellow’s re- 
sponsibilities or not accepting his own 
—and who can blame him? 

Many times the fault is with the 
boss who uses a “fear technique” be- 
cause of a sense of his own inade- 
quacy. The boss reasons that “Old 
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Smithers treated me this way, and look 
where he is now.” 

The two steps necessary to do away 
with such complexes are first, to edu- 
cate supervisors on the fundamental 
principles of employee psychology 
and the technique of leadership; and 
second, to establish one executive in 
the company whose business is to sell 
the company to the employee, make 
him feel that his success and advance- 
ment are important, that his work is 
valuable, and that he is a necessary 
cog in the machine. Forbes, August 
15, 1937, p. 11:2. 


New Duties in Personnel Work 


America’s face is set in a demo- 
cratic direction, and managers can use 
their skill to help or to retard the 
trend; however, it seems that in the 
light of this trend toward democracy, 
personnel work has suffered from the 
absence of employee criticism. It has 
been in terms of what managers think 
employees should want rather than 
what they actually do want. 

The author believes that personnel 
work and its changing character have 
been influenced by the fact that cer- 
tain labor standards are and increas- 
ingly should be on an industry-wide 
basis and not on a corporate basis— 
this indicates that trade association 
personnel work is the coming thing. 
The development of new federal and 
state legislative requirements means 
that the personnel executive must work 
along with them and not be frightened 
by inevitable growing interference in 
operations. Mr. Tead believes that in- 
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A Survey of Labor Migration 
between States 


The interstate migration of workers 
creates social problems of very great 
significance. During the decade 1920 
to 1930, probably more than 4} mil- 
lion persons (excluding immigrants 
from abroad) migrated across state 
lines at least once. The depression of 
the early 1930’s, combined with the 
midwestern droughts of those years, 
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Personnel Relations in Hotel 
Management 


_ Some ingenious steps have been tak- 
en by the management of the Hotel 
Lowry, of St. Paul, Minnesota, in an 
attempt to deal intelligently with its 
employees. 

Less than two years ago this hotel 
had no program of personnel activi- 
ties. It started quietly by organizing 
what is known as the “open door” 
policy. All executive doors were open, 
and employees could say what they 
wished to the management without fear 
of consequences. The hotel has found, 
however, that employees are neverthe- 
less reluctant to make use of this op- 
portunity. It has therefore inaugurated 
a system of periodic personnel inter- 
views on an annual basis. The em- 
ployee’s birthday has been selected as 
the day on which, at least once a year, 
he is called for a private conference 


accentuated certain types of migration 
and brought to acute attention the 
problems arising from the influx into 
more favored states and communities 
of thousands of job seekers from the 
outside. A report of the Secretary of 
Labor summarizes the available ma- 
terial on this subject and suggests cer- 
tain lines of study for the future. By 
N. A. Tolles, United States Bureau of 
Labor Statistics. Monthly Labor Re- 
view, July, 1937, p. 3:14. 


with the management. One of two 
major executives of the organization, 
neither of whom is the personnel man- 
ager, has a friendly chat with each em- 
ployee for a half hour or more. Dur- 
ing this conversation the employee and 
management discuss his relations with 
the firm, the conditions under which 
he works, his ambitions, and his sug- 
gestions for improving employer-em- 
ployee relations. The worker is en- 
couraged to talk. 


The other principles of the person-. 


nel program of this hotel include the 
selection of executives on their ability 
to handle employees, education of ex- 
ecutives to develop such ability, im- 
proved working conditions and wages, 
the formation of a joint conference 
committee of workers and manage- 
ment, and a systematic method of job 
analysis. This last embraces the set- 
ting up of requirements for every job, 
uniform rates, standard progression of 
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rates, and standards of promotion, 
which have been concurred in by the 
employees’ steering committee. By H. 
E. Stats. The Society for the Advance- 
ment of Management Journal, July, 
1937, p. 101:4. 


Beware of Boss Complex! 


Boss complex makes mice out of 
men, liars out of the honest, cowards 
out of the most courageous, and shifty- 
eyed morons out of straightforward, 
intelligent citizens. A boss complex 
is proclaimed by nervousness on the 
part of the employee when the boss is 
around—he forgets obvious answers to 
simple questions, cannot locate fam- 
iliar objects, explains mistakes that no 
one has noticed. The reasons for such 
a complex are varied but chief among 
them are: (1) The training the worker 
has received as a child. (2) The 
“trouble” the worker has experienced 
with his bosses on previous jobs. (3) 
An actual neurosis, general in charac- 
ter, which can easily become centered 
on the boss. (4) The kind of treat- 
ment that the worker gets from his 
present boss. 

In many cases a complex grows up 
in a new employee who has not been 
given training in his job. He goes 
about making mistakes, offending his 
boss, usurping the other fellow’s re- 
sponsibilities or not accepting his own 
—and who can blame him? 

Many times the fault is with the 
boss who uses a “fear technique” be- 
cause of a sense of his own inade- 
quacy. The boss reasons that “Old 
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Smithers treated me this way, and look 
where he is now.” 

The two steps necessary to do away 
with such complexes are first, to edu- 
cate supervisors on the fundamental 
principles of employee psychology 
and the technique of leadership; and 
second, to establish one executive in 
the company whose business is to sell 
the company to the employee, make 
him feel that his success and advance- 
ment are important, that his work is 
valuable, and that he is a necessary 
cog in the machine. Forbes, August 
15, 1937, p. 11:2. 


New Duties in Personnel Work 


America’s face is set in a demo- 
cratic direction, and managers can use 
their skill to help or to retard the 
trend; however, it seems that in the 
light of this trend toward democracy, 
personnel work has suffered from the 
absence of employee criticism. It has 
been in terms of what managers think 
employees should want rather than 
what they actually do want. 

The author believes that personnel 
work and its changing character have 
been influenced by the fact that cer- 
tain labor standards are and increas- 
ingly should be on an industry-wide 
basis and not on a corporate basis— 
this indicates that trade association 
personnel work is the coming thing. 
The development of new federal and 
state legislative requirements means 
that the personnel executive must work 
along with them and not be frightened 
by inevitable growing interference in 
operations. Mr. Tead believes that in- 


4 
: 


sentation, Arbitration 


If John L. Lewis comes to Balti- 
more, what will he find at the Waver- 
-ly Press? First of all he will find 
some 200 workers of various ages, 
weights, and sexes. Secondly he will 
find some plate glass windows in the 
press-room that would make ideal tar- 
gets for bricks. Finally he will dis- 
cover that this organization prints ap- 
proximately 80 periodicals that must 
be issued on schedule. All in all, Mr. 
Lewis might reasonably conclude that 
here would be easy meat for a strike, 
with a few truckers and draymen to 
add their weight to the situation as 
they did in Minneapolis. 

But there are wheels within wheels 
and they all don’t show on the surface. 
The first thing John L. would bump 
into in Baltimore would be the A. F. 
of L. unions, which are leaping into re- 
newed activity; and at the Waverly 
Press he would find another organiza- 
tion, the American Guild of the Print- 
ing Industry, which was formed in 
1922. The Guild is a union of em- 
ployers and employees which has dem- 


evitably the future trend is for labor 
to become more _politically-minded, 
which will mean further insistence 
upon public controls on an industry 


Ordway Tead, Harper & Brothers, New 
York. Personnel Journal, June, 1937, 
p- 36:10. 
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onstrated itself during the 15 years 
of its life to be a real collective bar- 
gaining organization. If the CIO 
comes to Baltimore, it will discover 
that it must lick both the Guild and 
the A. F. of L. It will find incident- 
ally that no Waverly worker has ever 
had to carry a grievance to the Guild 
for fair settlement, for all can go to 
the boss if necessary and get a square 
deal. 

It will require some powerful pro- 
selytizing by Mr. Lewis to talk down 
the following facts: 

1. No wages were cut during the 
depression at Waverly. 

2. Since 1925 every Waverly em- 
ployee who has been with the com- 
pany for one year or longer receives a 
two weeks’ vacation with pay. 

3. In 1932, the low spot of the 
depression, Waverly labor averaged 2 
40-hour work week—that is, 2,000 
hours during that year. 

4. Since 1928 each worker who has 
been with the company for 10 years 
or more becomes eligible under a pen- 
sion plan written with the Aetna In- 
surance Company and paid for by the 
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management of the Waverly Press. 

5. Since 1933 the bonus paid at 
Waverly on the basis of the individ- 
ual’s efficiency has made possible hour- 
ly wages 36 per cent higher than the 
established scale and has resulted in 
an average bonus of 18 per cent. 


In short, if John L. Lewis comes 
to Baltimore and tries to implant his 
social beliefs in the minds of Waverly 
workers, it is a fair guess that his seed 
will fall on barren ground. The Kal- 
ends of the Waverly Press, July, 1937, 
p- 6:2. 


Collective Bargaining by Amalga- 
mated Clothing Workers. 


An agreement was signed with Hart, 
Schaffner & Marx in 1911. Since then 
the Amalgamated Clothing Workers 
has extended its contracts with em- 
ployers to cover 85 per cent of the 
workers in the men’s coat and suit in- 
dustry. During the NRA the Amal- 
gamated Clothing Workers became 
firmly established in the shirt industry 
and in March, 1936, absorbed the 
Journeymen Tailors of America. 
Amalgamated agreements usually make 
union membership a condition of em- 
ployment. Hours are generally limited 
to 36 per week in the men’s coat and 
suit industry and to 40 per week in 
shirt manufacturing, while more than 
half of the custom and alteration tail- 
oring agreements provide for the 40- 
hour week. By Helen S. Hoeber, 
United States Bureau of Labor Statis- 
tics. Monthly Labor Review, July, 
1937, p. 17:12. 
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Getting Along with the Union 


One of the large rubber companies 
in Akron has had a comparatively long 
experience in dealing with one of the 
newly-organized CIO unions, that of 
the rubber workers. Over a period of 
a good many months a method of pro- 
cedure has developed which has 
worked more satisfactorily than have 
many companies’ first attempts. 

If the individual employee does not 
like something about his job and 
thinks it should be changed, he takes 
it up with his immediate superior. 
Failing to obtain satisfaction, he goes 
to his department committeeman, the 
union representative in his department. 
If the grievance touches relations with 
another department, the transaction 
must follow through the regular chan- 
nels of the organization chart—this 
chart is reproduced with the article. 
There is possibility of confusion and 
misunderstanding if the transaction 
cuts across the chart. 

Any grievance or problem, before 
becoming a matter of dispute, must be 
reduced to writing, numbered, and ap- 
proved by the union. The union runs 
off an extra copy of the complaint and 
sends it to the man in the company 
management who serves as assistant in 
this field to the vice president under 
whose jurisdiction falls industrial re- 
lations. 

The first step in handling the prob- 
lem is that the department committee- 
man takes it up with his immediate 
superior. If the complaint is not set- 
tled here, the committeeman then goes 
to the shift foreman, next to the de- 
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partment foreman, finally to the gen- 
eral foreman. If dissatisfaction still 
prevails, he and the other department- 
al committeemen discuss it at a meet- 
ing with the general foreman. If the 
grievance is not yet settled, this com- 
mittee passes it on to a general legis- 
lative committee, which takes it up 
with the general superintendent of that 
division. 

There remains just one higher level 
of appeal. The plant legislative com- 
mittee, accompanied by the president 
of the local, meets the designated of- 
ficer of the company. With corre- 
sponding consideration, the company 
official is willing to spend upon a given 
grievance whatever time and negotia- 
tion it requires. By Arthur Van Vlis- 
singen, Jr., Consulting Editor. Factory 
Management and Maintenance, August, 
1937, p. 53:5. 


What the Employee Wants 


An intensive nationwide survey and 
study of America’s labor problem has 
been conducted by the author of this 
article. In this research the sentiment 
of approximately 600,000 workers was 
sounded and the employee relations 
policies of more than 700 institutions 
examined, leading to the selection of 
the most successful and practical pro- 
gram now in operation. A review of 
this survey and the conclusions to 
which it led will be presented in two 
articles, of which this is the first. 

Mr. Despain has reached the con- 
clusion that claims that workers are 
rising en masse and spontaneously de- 
manding unionization are wholly un- 


founded. Employees are also antipa. 
thetic to strikes; of those questioned, 
more than 80 per cent expressed op- 
position. Predominant among workers 
is the demand for a just wage and the 
desire for profit-sharing or participa- 
tion in earnings. Deeply riveted in 
the minds of most workers is a firm 
faith in the future of private enter- 
prise. Above all is the expression of 
willingness to cooperate with industry 
...an anxiety to correct weaknesses 
and faults in our present system... 
an assurance that by compromise and 
concession the American labor prob- 
lem can be solved. By Donald Des- 
pain. Commerce, August, 1937, p. 
13:5. 


Employees Can Form Factory 
Unions 


Employees have fullest freedom in 
determining what type of union they 
may wish. The law does not discrim- 
inate between factory unions or out- 
side unions. It gives equal rights to 
each, if they are not dominated or sub- 
sidized by the employer; it denies all 
rights to either type, where it is dom- 
inated or subsidized by the employer. 

The law protects the rights of em- 
ployees to organize and be represented 
by people of their own choosing. If 
they want an organization of their own, 
instead of a C. I. O. or A. F. of L. 
union, the course for them to pursue 
is simple: 

1. Appoint an informal committee 
composed of one or more members 
from each departmental division. 

2. Have this temporary committee 
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lay out a program and prepare a draft 
of a constitution for the new organiza- 
tion. (A sample constitution is repro- 
duced with the article). 

3. Submit the program and consti- 
tution to a secret ballot of the em- 
ployees for their approval or disap- 
proval. 

4. If the constitution is approved, 


have the employees join the new or- 
ganization and then proceed to the 
election of the representatives in ac- 
cordance with the constitution. 

5. Proceed to bargain collectively 
with the employer. 

By L. C. Morrow, Editor. Factory 
Management and Maintenance, August, 
1937, p. 56:2. 


Shop Methods: Industrial Engineering, Standardization, 
Waste, Rate Setting, Time and Motion Study 


A Review of Factory Labor 
Turnover, 1930 to 1936 


The wastage involved in excessive 
labor turnover is strikingly shown in a 
review of the experience of 16 im- 
portant industries over a seven-year 
period, from 1930 to 1936. Thus, in 
one year the brick industry had a sep- 
aration rate of 139 and an accession 
rate of 92 per 100 employees on its 
payrolls. This means that to fill each 
100 jobs 139 employees were dropped 
and 92 new ones taken on. In con- 
trast, the rubber tire industry in no 
year showed a separation rate in ex- 
cess of 32 per 100 employees and in 
one year showed a separation rate of 
less than 17. Similar wide differences 
occurred in the case of quit rates, 
which refer to employees who volun- 
tarily resign their jobs. By Herman 
B. Byer and John Anker, United States 
Bureau of Labor Statistics. Monthly 
Labor Review, July, 1937, p. 154:25. 
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Employee Safety—An Executive 
Responsibility 


Management may disclaim responsi- 
bility for high accident frequency and 
severity, and others may claim the 
credit for a good record, but a careful 
analysis of the entire situation indi- 
cates that the responsibility for the 
protection of employees from hazards 
inherent to their work rests solely 
upon the employer. 

Mere passive interest in safety on 
the part of the executives of a company 
will not suffice, for only by the estab- 
lishment of definite preventive policies 
can the costly waste of unnecessary 
accidents be eliminated. The employer 
having made the decision that acci- 
dents must stop, it is essential that the 
established policy of prevention be 
recognized by the entire personnel. 
Each supervisor must be made to real- 
ize his responsibility for the enforce- 
ment of the program in the depart- 


$11 


‘ 
rs 
he 
a- ; 4 
in 
m 
of 
ee 
n 
y 
5 
e 
e 
le 
= 


we 


ment which is under his control. 

If the officials of a company are sin- 
cere in their efforts, they must be will- 
ing to expend money to conform their 
plant and equipment to the regulations 
of industrial commissions and fire de- 
partments. Since accident prevention 
in industry has become an engineer- 
ing science, it is the duty of employers 
to place it under the direction and re- 
sponsibility of an individual highly 
trained in safety work, who should be 
accountable to the management in ex- 
actly the same manner as a depart- 
ment head. Full use should be made 
of planned publicity in posters, news 
releases, and articles in house organs 
to sell the accident prevention policy 
to the organization. A program such 
as this will inevitably improve em- 
ployee relations and eliminate much 
of the pain and suffering caused by 
avoidable accidents. By C. B. Boulet. 
Executives Service Bulletin, Metropol- 
itan Life Insurance Company, July. 
1937, p. 7:2. 


Benefits from Reorganized 
Tool Stockroom 


A recent reorganization of the tool 
stockroom equipment and system at the 
Endicott, N. Y., plant of the Inter- 
national Business Machines Corpora- 
tion has resulted in a time saving of 
75 per cent and a space saving vary- 
ing between 15 and 50 per cent. 


Under the new system a small staff 
maintains the stock in perfect condi- 
tion as to amounts, condition, and 
order. Rotating storage shelves mount- 
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ed on vertical shafts have been in. 
stalled. Seven or eight such shelves 
may be mounted on a single shaft, each 
revolvable by the clerk until the com- 
partment he seeks is before him. Each 
tool is numbered and indexed in a tool 
file and is requisitioned by number 
whenever needed. The index cards 
note the location of every tool by 
drawer, shelf, and section, the latter 
being marked by metal tabs along the 
aisles. When the stock clerk removes 
a tool on requisition, he substitutes for 
it the tool request card, which is de- 
stroyed only after the tool is returned. 
These improvements result in better 
and more expeditious service to cus- 
tomers and increased convenience and 
earning power to workmen. By Walter 
F. Titus. The Iron Age, August 12, 
1937, p. 39:3. 


Managed Maintenance 


Responsibility for the maintenance 
of all equipment and buildings at the 
Bristol-Myers Company plant is vested 
in a department of 60 people. When 
a department head wants to have cer- 
tain work done, a maintenance job 
requisition is filled out and sent to the 
chief engineer’s office. A meeting of 
the chief engineer’s staff is held once 
a week. A list of all job requests is 
presented at this meeting and, with 
previous lists, it constitutes the basis 
of a planning session. A simple sched- 
uling sheet is used by the foremen at 
these meetings to plan their work. 

The next step is the compilation of 
a weekly schedule, which is placed on 
a blackboard. This board serves two 
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purposes: It assists the mechanic in 
making out his daily time report and 
it gives him some information about 
the work ahead of him. The main- 
tenance department clerk obtains from 
the daily time report the hours worked, 
for entry on the daily time sheet. This 
is indexed vertically with the me- 
chanics’ names and horizontally with 
the job numbers on the top and the 
account numbers on the bottom. There 
are about 250 accounts in all, based 
on products, buildings, and so on. 


One page is also kept for each ac- 
count in a ledger. This page is ar- 
ranged to distribute all labor and ma- 
terial charges under the separate head- 
ings of changes, repairs, cleaning, and 
safety in each separate division. A 
card index is used for classifying labor 
expense against machines in the pack- 
aging department. The forms for all the 
records which are described are repro- 
duced in this article. By John I. 
Thompson. Factory Management and 
Maintenance, August, 1937, p. 75:3. 


MARKETING MANAGEMENT 


Backing Up the Sales Story With 
Motion Pictures 


The effectiveness of motion pictures 
in marketing industrial goods and 
their adaptability to specific sales prob- 
lems were demonstrated recently by 
the Waukesha Motor Company, Wau- 
kesha, Wis., manufacturers of heavy 
duty internal combustion engines. 
In this case the situation was especial- 
ly dramatized because of the time 
element and transportation of the film 
by special courier to South Africa. 

During the heat of competition for 
a large government order for air com- 
pressors in South Africa, a rumor de- 
veloped that cast serious aspersions on 
the manufacturing facilities of the 
company building Waukesha motors, 
which were included as equipment in 
compressors offered by one of the 
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motor company’s customers. Even- 
tually the Johannesburg representa- 
tive cabled Waukesha for motion pic- 
tures to compete with talkies that 
were being shown by competitors, 
which would help the client prove that 
Waukesha engines were not made in 
an alley garage. 

The company had no pictures to 
send; and to complicate matters fur- 
ther, it had been stipulated that the 
films would have to be in Johan- 
nesburg within 60 days to be avail- 
able for a meeting of the British 
Board of Control. No commercial 
movie producer was willing to under- 
take the project; but a local photo- 
grapher, who had a complete motion 
picture set-up, offered the suggestion 
that the only way to compete success- 
fully with sound pictures would be 
with a colored silent film. He was 
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given the job, and within four weeks 
2 natural color picture was completed 
which showed the entire process of 
manufacture and assembly of the 
Waukesha motor. When it was sub- 
mitted to the equipment manufactur- 
er, it seemed of such importance that 
a special messenger was delegated to 
take it to Johannesburg to display at 
the government meeting. He got the 
order. Industrial Marketing, August, 
1937, p. 17:2. 


Macy’s Goes National 


Macy’s, arch-foe of price-mainte- 
nance, has gone into wholesaling with 
fanfare of trumpets. Says Macy’s vice 
president in charge of publicity: “This 
is no snap-judgment move nor is it re- 
lated in any way to the current epi- 
demic of price-maintenance legislation. 
For five years . . . the Macy manage- 
ment has been urged by merchants the 
country over to make Macy’s private- 
brand goods available to them for sale 
to their customers. And that’s what 
we have decided to do.” 

A Macy subsidiary, known as Su- 
premacy Products, Inc., will distribute 
those private-brand products which 
have been “consumer-tested” in New 
York’s large retail market after their 
quality has been passed upon by Macy’s 
Bureau of Standards. Only articles 
that have sold in quantity over the big 
store’s counters will be offered to other 
merchants. By a selective plan of dis- 
tribution only one store in a trading 
area will be sold, and its merchandis- 
ing policies must harmonize with those 
of the Macy retail store. The goods 
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are to be sold price-free, and the dis- 
tributor may mark them at any price 
he wishes. Supremacy Products, Inc. 
does not contemplate any cooperative 
or national publicity; repeat business 
and word-of-mouth advertising, as well 
as consistent newspaper advertising, 
will be looked for from the distrib- 
uting dealers. 

This program is far-reaching in its 
implications, for it is indubitably a 
distinct blow to price-fixing legisla- 
tion. But can such a business as Macy’s 
contemplates grow? What, now, be- 
comes of continuity and momentum, of 
the foundation of good-will and con- 
sumer acceptance that national adver- 
tisers have been building over the 
course of years? Will that founda- 
tion crumble? Is the Macy manage- 
ment leading the way to a new order 
of distribution? Only time can an- 
swer these questions. By Arthur H. 
Little. Printers’ Ink, August 19, 1937, 


6:6. 


Price-Maintenance Goes National 


When President Roosevelt’s signa- 
ture on August 17 finally transformed 
the Tydings-Miller Bill into Public 
Law 314, a practically nation-wide 
system of enforceable resale price- 
maintenance became an accomplished 
fact. The drive to obtain this law and 
the 42 state laws, which form the basis 
of the new system, began after the col- 
lapse of NRA, when small dealers 
sought militantly to better their com- 
petitive status. This same class of re- 
tailers is responsible for the speedy 
passage last year of the Robinson- 
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Patman Act, which attempts to equal- 
ize advantages between large and small 
dealers. The same group of retailers 
has succeeded in obtaining enactment 
of many state chain tax statutes which 
increase the operating costs of the 
chains in proportion to the number of 
stores in each state. 

It is too early to forecast what per- 
manent effects these price-stabilization, 
anti-price discrimination, and chain 
tax laws will have on established mer- 
chandising practices throughout indus- 
try, but there are already surface indi- 
cations of what may be expected. It 
is clear that all three are distributors’ 
and not producers’ shows, and further- 
more that distributors will undoubt- 
edly remain in the saddle for some 
time to come. While these statutes are 
aimed at curbing the chains and cut- 
price stores, producers caught in the 
cross-fire will have the greatest adjust- 
ments to make. Under resale price- 
maintenance, while the present temper 
of small retailers persists, the producer 
is faced with a series of problems so 
fundamental to his marketing struc- 
ture that in those trades where fixed 
resale prices are practical on branded 
consumer products an immediate re- 
vamping of policies must be made. In 
this process there will occur a reshap- 
ing and probable curtailment of na- 
tional advertising. 

Manufacturers issue resale price 
contracts today in order to gain or 
hold the good-will of their small dis- 
tributors. Such contracts naturally 
freeze competition in retail stores. It is 
evident that this static competitive sit- 
uation will not hold throughout the 
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other branches of industry. Will not 
the rivalry be simply transferred to the 
producing end of industry? The com- 
petition frozen at resale applies only 
to the individual products under con- 
tract; the horizontal play between 
competing products is still present. 
The collapse of the system will prob- 
ably come from within, and not be- 
cause the consuming public has risen 
in arms to repeal the laws. By Mark 
Merrell. Advertising & Selling, Au- 
gust 26, 1937, p. 29:5. 


Standardization — the Real Need 
of Installment Sales | 


The Retail Credit Survey of the 
Bureau of Foreign and Domestic Com- 
merce reveals that installment credit 
was increasing faster than open credit 
or cash sales, and was increasing at 


‘a faster tempo in 1936 than in 1935. 


Though this increase in the volume 
of installment selling is not inherently 
disturbing, there is cause for concern 
in the practices which have grown up 
with this type of selling in recent 
years. The factors that need watch- 
ing very closely and for which reme- 
dial measures may be necessary can 
be summarized very briefly: (1) Char- 
acter of merchandise sold. Much con- 
cern is expressed over the sale of non- 
durable goods on the deferred pay- 
ment plan. (2) The down payment— 
originally equalling the cost of the 
merchandise—which has dwindled to 
an alarmingly low level, especially 
when rising prices are considered. (3) 
The amount of and method of quoting 
carrying charges to consumers, a ques- 
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tion of vital importance. (4) The 
length and variety of terms offered 
and the risk involved. (5) Returned 
goods. (6) Losses from bad debts, 
suffered as a result of improper ex- 
tension of credit or unforeseen factors 
at the time of extension. By Wilford 
L. White. Domestic Commerce, Au- 
gust 20, 1937, p. 77:1. 


Recent 
Legislation 


It is a common fallacy to assume 
that all recent state price-regulating 
laws are “baby Robinson-Patman 


Acts.” The primary purpose of the 
federal statute is to prevent direct or 
indirect discriminations between in- 
dividual competitors that result from 
bargaining power rather than justifi- 


able economies involved in such trans- 
actions. It makes the “knowing” buy- 
er as well as the seller involved in dis- 
criminations equally liable. It is not 
concerned directly with below-cost 
selling, though it does contain a pro- 
vision against sales at unreasonably 
low prices. Many of the state acts 
differ essentially from the Robinson- 
Patman Act; some of them, in fact, 
have preceded the federal legislation. 

There are actually no less than five 
distinct types of provisions in the 
state laws dealing with price-making 
by private companies. These are: 

1. Prohibitions against local price 
discriminations; 

2. Prohibitions against selling be- 
low cost; 

3. Prohibitions against price dis- 
criminations between individuals; 
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4. Legislation legalizing _ retail 
price-maintenance in intrastate com- 
merce; 

5. State trade commissions similar 
to the Federal Trade Commission. 

The remainder of this article in- 
cludes detailed analyses and compari- 
sons of different state laws embracing 
the above provisions. By Pearce C. 
Kelley. The Journal of Marketing, 
July, 1937, p. 46:6. 


How to Use Idea Files 
Advertising ideas are the results of 


experience and the experience may be 
that of the man who creates the idea 
or of others. This thought is the 
basis of the idea files used by so many 
advertising executives. 

An idea file is a dangerous thing if 
its purpose is not understood. It is 
not a place to collect material to be 
copied—because that leads to various 
forms of plagiarism and ruins origin- 
ality. Furthermore it is not a place 
to collect the odds and ends that may 
appeal momentarily to the individual 
operating the file. Too much mate- 
rial of scattered interest causes con- 
fusion and, in the long run, converts 
the file into a useless and never used 
hodge-podge. On the other hand, an 
idea file that is carefully collected, 
made up of material sparingly chosen, 
and frequently cleaned out for the 
elimination of dated material can be 
of great help as an idea stimulator. 

In response to a recent query by 
Printers’ Ink, one advertising man- 
ager remarked that in ‘his idea file 
“some things are collected from the 
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art standpoint, some from the lay-out 
viewpoint, some from the novelty 
standpoint,while others are exception- 
ally fine examples of typography and 
hand-lettering treatment. As a mat- 
ter of fact, there is hardly any angle 
of the advertising profession which is 
not represented in this file; trade 
papers, catalogs, bulletins, editorial 
lay-outs, and very fine illustrations of 
editorial copy. Furthermore we have 
advertising novelties, all kinds of 
show and exhibition material and 
suggestions, moving picture scenarios, 
ideas for moving picture titles, sales 
letters, samples of circular cover 
stock, and paper manufacturers’ sam- 
ples representing different grades and 
illustrating reproduction of half-tones 
of the varied half-tone screens, Ben 
Day, etc., and all kinds of printing 
processes.” Original ideas of adver- 
tising executives should be transcribed 
on letter-size sheets and likewise 
placed in the file, which must be sim- 
ply and accurately classified. Printers’ 
Ink, August 5, 1937, p. 109:6. 


Economic Planning via Chain 
Store Taxes 


The author begins his article with 
a description of the situation in the re- 
tailing field during the twenties which 
led to chain store taxation. 

In general, he states, chain store tax 
legislation takes the form of a grad- 
uated license or occupation tax levied 
annually, the rate increasing accord- 
ing to the number of stores in the 
chain in the state. The twenty-two 
states which have chain store taxes 
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are listed and various laws are an- 
alyzed. 

The legal decisions bearing on the 
laws are also discussed. There is a 
strong line of decisions, it is stated, 
permitting the graduated scale of li- 
cense fees following the general pat- 
tern of the Indiana law. On the 
other hand, the use of the graduated 
receipts tax approach appears to be 
clearly improper. 

It seems to be generally agreed 
that the laws are encouraging the 
scrutiny of stores to determine those 
which are clearly unprofitable, and 
the closing of many smaller, less 
promising outlets. It is interesting to 
note that many of the major grocery 
chains show some tendency to reduce 
their number, although their sales 
figures do not always follow the same 
trend. 

Three main points of view emerge 
relative to the problem of competi- 
tion among channels of distribution. 
The first endorses strongly the use of 
graduated license taxation by states 
to deal with the chain store problem 
—implying that the best solution is 
penalizing or even destroying the 
chains. The second point of view in- 
cludes those likewise seeking to curb 
the chains, who have endeavored to 
distinguish between proper and im- 
proper advantages apparent in chain 
operation, and then by legislation to 
prohibit the so-called unfair prac- 
tices. Finally there is the group 
which is bitterly opposed to either 
type of effort to control the situation 
—which believes that the normal pro- 
cesses of development can best work 


317 


j 
> 
J 
> 
q 
j 
q 
f 


out the most effective system of distri- 
bution without artificial aid or hin- 
drance from legislative bodies. 

The variety in form taken by the 
laws would tend to demonstrate that 
there is much need first for a clarifi- 
cation of purpose and then for a more 
studied approach to its accomplish- 
ment. By Willard L. Thorp. Dun’s 


Review, August, 1937, p- 8:9. 


Distributor Relations 


The mutual interests of manufac- 
turers and distributors can be develop- 
ed profitably only through understand- 
' ing, coordination, and intelligent co- 
operation. 

It is impossible to discuss all of the 
many types of businesses where dis- 
tributor relations are an important 
factor, but we may select as an ex- 
ample the manufacturer-distributor re- 
lationship which should exist where 
there is a product sold both as straight 
merchandise and assembled with other 
products in complete units which in- 
volve engineering. In this case the 
mutual obligations vary somewhat 
from those which would obtain if the 
product was either merchandise or 
strictly an engineering proposition. 

The manufacturer in this case must 
assume responsibility for the quality 
of the product and its ability to sat- 
isfy requirements of the consumer 
trade. He must maintain a price 
schedule which will insure a fair 
profit for himself and the distributor. 
He must make his product well and 
favorably known to the trade through 
adequate advertising so that sales by 


the dealer can be facilitated. He 
must cooperate with the distributor 
by educating salesmen so that they can 
intelligently advise customers on the 
proper application of the product to 
particular needs. 

The responsibilities of the distri- 
butor are manifold. He should main- 
tain stocks adequate to service his ter- 
ritory satisfactorily. He should main- 
tain a qualified sales force to contact 
every logical prospect for the manuv- 
facturer’s product. And lastly, the 
distributor must acquaint his local 
prospects with the facilities he has to 
offer, including products, engineering 
service, and prompt delivery. By 
William W. French. Industrial Mar- 
keting, August, 1937, p. 22:3. 


Too Many “Little Fellows” 


Some striking facts are disclosed by 
Volume VI (Retail) of the Census of 
Business for 1935, which has recently 
been issued. 

A store doing less than $10,000 worth 
of business a year is not a very large 
one, and yet 59.5 per cent of all retail 
stores are below this size, according to 
this census; and these stores in the 
aggregate do less than 11 per cent of 
the nation’s retail business. Even more 
striking is the fact that 41.2 per cent 
of the retail stores do less than $5,000 
worth of trade a year each; and their 
aggregate volume is 4.4 per cent of 
the country’s total. 

The real meaning of these figures 
to sales organizations is clear when it 
is remembered that the Robinson- 
Patman Act, designed to protect “the 
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little fellow,” has removed the last 
serious obstacle—the inside discount— 
that formerly hindered profitable busi- 
ness with concerns which are large 
enough to be good bargainers, and 
which do most of the retail business. 

For sales managers the net of all 
this may be summed up in a few bald 
statements. Operating costs and costs 
of labor and raw materials are going 
up. Profit margins are going to be 
closer than ever before. Selling costs 
must be cut down, and there is but 
one way of curtailing them—to seek 
profitable customers and _ cultivate 
them, and to handle unprofitable cus- 
tomers as economically as possible. 
By Paul T. Cherington. Printers’ Ink, 
August 5, 1937, p. 46:2. 


Predetermining the Necessary Size 
of a Sample in Marketing 
Studies 


The size of a sample that is neces- 
sary accurately to measure some given 
characteristic of a market is always a 
matter of concern to the market 
analyst. Limited funds inevitably fix 
the upper limit of a sample’s size. But 
beyond that ever-present limitation the 
number of units used in marketing 
studies has often been determined by 
guesswork, prejudice, and past experi- 
ences. Rarely in the field of market- 
ing have the well-established statistical 
principles which pertain to these prob- 
lems been practically applied. 

The two statistical measures most 
frequently used by the market analyst 
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are the arithmetic mean and the per- 
centage or proportion of a total. With 
regard to these measures, two prob- 
lems are liable to confront him: the 
maximum likely error involved in the 
arithmetic average or the percentage 
figure which has been calculated from 
a sample of a given size; and the size 
of a sample necessary for reasonable 
accuracy in the computation of an 
arithmetic average or a percentage 
figure. The problems relating to the 
percentage figure have been capably 
treated by Dr. Theodore Brown of 
Harvard in a paper entitled “The Use 
of Statistical Techniques in Certain 
Problems of Research” and by others. 
The method for ascertaining the maxi- 
mum likely error in the arithmetic 
average has also been carefully de- 
scribed. 

This paper presents a technique in 
the problem of determining the size 
of a sample necessary to obtain an 
arithmetic average of a desired ac- 
curacy, a subject which has not 
hitherto been treated. The compli- 
cated mechanics, derivation, assump- 
tions and limitations of the method 
are described, and the comments of a 
statistician are appended. By Ray- 
mond Vernon. The Journal of Market- 
ing, July, 1937, p. 9:4. 


Marketing Conference 


The Consumer and Industrial Mar- 
keting Conference of the American 
Management Association will be held at 
the Pennsylvania Hotel in New York 
City on November 18-19. 
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Survey of Books for Executives 


Behind the Scenes of Business. 
By Roy A. Foulke. Dun & Brad- 
street, Inc., New York, 1937. 221 
pages. Gratis. 


This is the third revised edition of 
a book that was published originally 
in 1935. Mr. Foulke, who is manager 
of the Analytical Report Department, 
has brought his material up to date by 
including the ratios for 1934 figures 
and operations; comparative ratios for 
several collateral lines of business ac- 
tivity have been added, and a four- 
year average computed for each ratio 
on each line of business endeavor. 

The volume is made up largely of 
realistic stories of various business 
concerns, interspersed with comments 
and statistical information. The book 
is readable and made suitable to the 
average business man’s palate by its 
factual nature. Most of Mr. Foulke’s 
comments are sage to the point of be- 
ing salty. The following on “business 
conditions” is a fair sample: 

“Men who say that business is go- 
ing to be good, or bad, or reactionary 
for two or three years are not fore- 
casting; they are simply guessing, they 
are anticipating with a widely used 
psychological trait that which they 
would like to see happen for a con- 


siderable period of time. Known facts 
are not available to influence or indi- 
cate what conditions will be so far 
ahead. Business prosperity or hard 
times in 1939 or 1940 might depend 
upon a conflagration in Europe, or 
Congressional legislation, on the sud- 
den withdrawal of European capital 
from our stock market, on a wider 
spread of sit-down strikes, on the 
growing success of John L. Lewis and 
CIO, on a sudden spread of commu- 
nistic literature, on the extent of cor- 
porate mergers or consolidations. Who 
knows?” 

And this: 

“Naturally very few of the many di- 
vergent theories which will reign for 
a day will go home to the practical 
business man. In the midst. of im- 
proving business, however, he knows 
one thing from concrete experience, 
and that is, that another depression is 
coming just as surely as John L. Lewis 
knows his way around the labor world 
and Gypsy Rose Lee "bout the city. 
Every so often that thought, fertilized 
by instinctive knowledge, past experi- 
ences, and the reality of hard facts, 
strikes his intelligence and goes home. 
The next depression, like prosperity 
was for so many years, is now around 
the corner!” 
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The author examines the attitudes 
and conduct of an executive who 
guided his company through the dark 
years that began in 1929. 

Mr. Foulke states that never once 
did this man ask him the universal 
question, “How are Conditions?” He 
has no interest in that abstract field 
to which so many executives seem to 
give studied and over-emphasized at- 
tention. 

The appendix has been enlarged to 
include several tables of failure rec- 
ords which have been of broad, funda- 
mental interest for many decades. 
These figures provide an enlightening 
background of practical economics, as 
the number of yearly business failures, 
their yearly liabilities, and the per- 
centage of failures to the number of 
active commercial and industrial en- 
terprises have varied greatly with 
conditions and our outlook upon de- 
pressions and upon recurring pros- 
perity. 


Getting Things Done in Business. 
By Everett B. Wilson. McGraw- 


Hill Book Company, New York, 
1937. 267 pages. $2.50. 


Written primarily as a manual for 
executive technique, this volume by 
Mr. Wilson, who was formerly Assist- 
ant Director of Personnel at the 
Kroger Grocery and Baking Company, 
gives suggestions for securing proper 
execution of ideas, plans, instructions, 
and policies by.employees. It touches 
on such subjects as: winning respect; 
winning . confidence; driving versus 
leading; selling instructions; follow- 
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ing up effectively; delegating respon- 
sibility; improving the attitude of sub- 
ordinates, etc. 

The volume typifies that kind of 
book which is of most value to the 
young or aspiring executive. For such 
an individual the suggestions it con- 
tains are valuable and stimulating. The 
more experienced manager has en- 
countered and dealt with most of the 
situations which the volume discusses. 


The Decline and Rise of the Con- 
sumer. By Horace M. Kallen. D. 
Appleton-Century Company, New 
York, 1936. 484 pages. $2.75. 


In this exposition of the doctrine 
and methods of consumer cooperation 
Dr. Kallen attempts to establish the 
position of the consumer in the eco- 
nomic order and suggests means by 
which the consumer may be restored 
to a stronger status. His interpreta- 
tion of the “primacy of the con- 
sumer” follows from an examination 
of the political, economic, and re- 
ligious literature and institutions 
throughout the ages to ascertain the 
reasons for the decline of the con- 
sumer, and a survey of all the eco- 
nomic theories and programs which 
have laid claims to solving the present- 
day paradox of “starvation in the 
midst of plenty.” After discussing 
consumer-producer relationships from 
primitive man to the present day, Dr. 
Kallen makes an analysis of three 
special fields in which consumer co- 
operation has a unique contzibution 
to make—money and credit, employer- 
employee relationships, and education. 
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Finally he compares the consumer co- 
operative movement with Communism, 
Fascism, and Nazism. 

The author does not envisage cata- 
clysmic changes but only a steady evo- 
lution of modes now existing. His ob- 
servations are that when these modes 
reach their fruition a new economy of 
consumers will result. 


Diminishing Returns and Planned 
Economy. By George M. Peterson. 
The Ronald Press Company, New 
York, 1937. 254 pages. $3.00. 


The purpose of this book is to pre- 
sent a method of analysis useful in 
teaching the fundamental principles of 
economics. The basic theory involved 
may be described as classical orthodox 
economics. But emphasis throughout 
the book is placed upon the relation 
of economic theory to social economic 
planning in a dynamic society. The 
central theme relates to the cause and 
effect relation between variables— 
variables which become more complex 
as the universe under discussion be- 
comes larger. 

The chief contribution which the 
volume makes to economic literature 
is a graphic analysis of the law of 
diminishing returns—an analysis com- 
plete enough to show clearly the rela- 
tion of the law of diminishing returns 
to numerous other concepts which are 
often thought of es separate inde- 
pendent principles. From one simple 
curve by gradual steps, without any 
changes in the basic data and without 
assuming that any factor is fixed, ex- 
planations are developed for dimin- 


ishing total, average and marginal re- 
turns. The same diagrams are used to 
explain opportunity costs, principle of 
substitution, comparative advantage, 
normal, equilibrium, distribution of 
the product into rent and wages, the 
law of minimum, increasing and de- 
creasing costs, least costs and highest 
profit combinations, monopoly profits, 
producer demand and supply sched. 
ules, frequency curves, and “pure” 
profits. 


How To Get the Order. By Harry 
Simmons. Harper & Brothers, New 
York, 1937. 137 pages. $2.00. 


Mr. Simmons, Eastern Sales Man- 
ager of the Heinn Company, has writ- 
ten this book as a sequel to his volume, 
“How To Make More Sales.” The 
present book is devoted to the various 
steps in order getting. Mr. Simmons 
takes the process apart and shows how 
the successful interview proceeds from 
the opening statement by the salesman 
to the signing of the order by the cus- 
tomer. The chapters of the book cover 
such points as: opening the sale, con- 
trolling the interview, closing the sale, 
avoiding gaps in selling, regaining lost 
customers, beating friendship competi- 
tion, finding new leads, building repeat 
sales, using advertising, developing 
sales imagination, the futility of price 
appeal, non-stop selling, warming up 
the prospect, buyer slants on selling, 
57 sales reminders. 

The last two mentioned chapters are 
probably the most helpful. For the 
most part the other material has been 
heard or read by the average sales- 
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man before. In every instance, how- 
ever, Mr. Simmons’ presentation is un- 
usually effective. He writes in an en- 
thusiastic and even an aggressive way. 

From the chapter on buyer slants 
the salesman will find many points of 
sales technique on which to check him- 
self. Here are some typical buyer 
criticisms: Why don’t you keep your 
promises? Why don’t you stick to 
business? Why don’t you give me a 
chance to say something? Why do 
you try to high-hat my assistants? 
What makes you think I am dumb? 
Why do you become so familiar on 
short acquaintance? What makes you 
think I don’t want to do business with 
you? Why don’t you report on that 
lead I gave you? Why don’t you 
look and act like a successful sales- 
man? Why don’t you “sell” instead 
of “peddle”? 


Modern Management. By J. E. 
Walters. John Wiley & Sons, Inc., 


New York, 1937. 337 pages. $3.00. 


This volume may be rated as com- 
paring favorably with most of the 
standard works on the subject, and as 
being definitely superior to some 
earlier works in certain respects and 
details. The book gives a helpfully 
comprehensive background of indus- 
trial progress and then enters into a 
discussion of the methods of modern 

t. 

The author defines modern manage- 
ment as “the scientific selection, con- 
trol, and disposition of methods, 
money, men, materials, machinery, 
maintenance, manufacturing, market- 
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ing, and measurement.” He outlines 
his book on this basis and takes up the 
discussion of each of these elements 
in orderly fashion. The chapters that 
are particularly good are those on per- 
sonnel and research. 


Business Cycles and Forecasting. 
By Elmer C. Bratt. Business Pub- 
lications, Inc., Chicago, 1937. 501 
pages. $3.50. 


Mr. Bratt believes that economic 
change exerts a disproportionate in- 
fluence on life in general; virtually 
every human activity is affected by it 
—the use of leisure, the function per- 
formed by government, the rate at 
which people marry or divorce, the at- 
titude toward religion, the liberality 
of ideas. No remedy for it has been 
found; but before one is found, he 
says, there must be an understanding 
of economic change. He then pro- 
ceeds to examine economic change— 
why it occurs, how we can measure it, 
and the extent to which it can be fore- 
cast. 
Different types of change take place 
concurrently. Economic change results 
from the shifting seasons of the year, 
from industrial growth and decadence, 
and from recurrent prosperities and 
depressions. 

Many people have promulgated 
theories attributing the business cycle 
to some single cause. The author ex- 
amines representative theories and 
shows that no theory which attributes 
the business cycle to a single cause is 
adequate. At the present time the vari- 
ous forces which produce the business 
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cycle are fairly well recognized, but 
Mr. Bratt believes that most writers 
emphasize one or more forces. 

The “Great” Depression of the 
thirties is regarded by the author as 
significant in a study of business 
change, since the record of it is better 
than that of any other major depres- 
sion. He believes that it typifies what 
can be expected in the future. 


The Spectator Insurance Year 
Book. 65th Annual Edition, 1937- 
1938. The Spectator, Philadelphia, 
Pa. 1072 pages. $7.50. 


The 1937 edition of the Insurance 
Year Book is issued in four volumes: 
Fire and Marine; Life; Casualty, 
Surety and Miscellaneous; and Casual- 
ty Premiums and Losses by States. 

This is the Fire and Marine volume, 
which covers statistics and information 
regarding all the leading organizations 
writing fire and marine coverages. The 
extensive information heretofore given 
annually in the Insurance Year Book 


“Fire and Marine Analyses.” 
section contains figures concerning the 
individual companies which indicate 
clearly the character of a company, 
the degree of success achieved by its 
administration, its financial standing 
and progress through a series of years, 
and the chief events of its career. 


Among the important features of 
the exhibit for each company are a 
list of officers; a tabulation of the im- 
portant items from its statements of 
five years; a balance sheet of its as- 
sets, liabilities, capital and surplus on 
December 31, 1936; its reinsurance 
accounts; its premiums written and in 
force, classified by kinds of business; 
its premiums, losses and dividends 
since organization; descriptions of real 
estate, mortgage loans, collaterals, 
bonds and stocks owned, with the lead- 
ing investments in each; lists of direc- 
tors; states entered, with ratios of its 
total business transactions therein; its 
earning record per share, etc.; a sec 
tion entitled Facts, which condenses 
in a relatively brief space a record of 
the principal events in the company’s 
history. These include facts concern- 
ing its organization; capital paid in 
and changes in capital; surplus con- 
tributions; stock dividends; charter 
changes; par and book values of 
stock; largest amounts written on one 
risk; stock owned by directors; depos- 
its in various states; historical data of 
company, with data as to underwriting 
and investment profits and losses by 
lines; board memberships; classes of 

This comprehensive fund of infor- 
mation is systematically arranged and 
is so condensed as to be embraced in 
comparatively small space, the essen: 
tial data concerning about 1,000 or- 
ganizations being embraced in some 
1,070 pages. 
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companies has this year been further 
elaborated in the department entitled < 
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